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Abstract 
 
The project seeks to examine the Global value chain behind the products of Apple thereby endeavour 
to explain the recreation of inequality between the national economies. The data for the analysis is 
drawn from the works of Kaplinsky and Kreamer et al. the heuristic approach for analysis was used in 
order to compensate for lacking evidence and data that would allow to make a clear generalisations 
and concussions. The data provided in the form of figures which indicate the share of the added value 
in certain activities by corresponding participants of the Value Chain and their respective gains. 
It is concluded, based on the assumptions that due to the reinvestment of the incomes into 
advantageous niches and high value added activities, the companies are able to advance innovation 
retaining the share of the marked and comparative advantage, thereby contribution to the 
inequalities between national economies of the participants in the value chain.   
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Introduction  
By outsourcing or placing parts of production in the countries where resources (such as natural 
resources or labour) are cheaper and realizing the final product on the markets in those countries where 
the prices are higher transnational corporations are increasing the profit margin of the final product by 
which accumulating their capital which leads to prosperity of these corporations and the countries 
where these corporations are registered and little or insufficient development of the economies of the 
countries where resources are cheap which in turn leads to the  recreating of dichotomy of the poor and 
rich countries and economies. 
This project seeks to examine Global Value Chain of the Apple products in order to explain the how the 
inequality of between the national economies of the states is recreated. 
The data provided in the report represents the shares of incomes of given participants in the chain in 
correspondence with the practices that these participants undertake in each phase of production which 
complements to the production of the final product. 
The findings are then generalized, based on the premise that the companies which are located in their 
respective national economies, which receive greater share of income in a particular chain are able to 
reinvest into its core advantageous competences retaining the comparative advantage and thereby the 
leading positions of the marked, to conclude that by reaping the gains in the home country the GVC 
leading firm is able to secure its positions as well as the strength of the national economy.  
The research does not take into account that there are different forces in play which affect the national 
economy, such as other industries for example. It is acknowledged that in order to conduct a sufficient 
research on this theme the secondary sources and the particular selection of them might be not broad 
enough in their scope considered factors that affect equality.   
For this matter heuristic approach is used as a method of analysis. Where certain assumptions are 
resorted to in order to make comprehendible generalizations and draw possible conclusions, which 
rather stay open for further investigation and research. 
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Problem definition  
Due to the inherent qualities of globalisation of liberalisation and its manifestation in the forms of 
GVCs the inequality between the states is to be recreated as the global firms located in their 
respective national economies compete. 
Research question 
How can the recreation of inequality between economies be explained through Global Value Chain 
analysis using the example of Apple? 
Methodology 
By selecting Specific example of the GVC the project is focusing on the particular findings which might 
indicate the unequal distribution of incomes among the participants of the same GVC. The attention is 
then drawn to the sources which complement the assumptions that income is reinvested in innovative 
practices which in turn presumably must recreate the inequality dichotomy between the states. 
For this project the GVC of Apple Corporation was selected for research and analysis. 
By constructing a chain of premises the heuristic approach is implemented to arrive at satisfactory 
conclusions. The heuristic approach is selected due to the limitations of the research; and due to the 
intrinsic pitfalls in the questions of equality and its measurements.   
Data 
The figures that are provided in the research representing the share of the added value by each 
participant of the GVC for the creation of iPad, iPhone and iPod are drawn from secondary sources and 
previous researches. 
Secondary sources: 
The previous researches in the field from which the data for analysis sourced include the work of 
Kaplinsky as well as Kreamer at al. Kaplisky explains that why and how the mode of insertion into the 
GVC influences the distribution of gains more generally. And the work of Kreamer et al serves as a 
source for the figures in regards to the share distribution of gains among the participants of the chains. 
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The course literature of the Global Studies is brought to support the findings and generalisations. 
Limitations 
In order to conduct a sufficient research on such topic, of recreation of inequality between economies 
through the processes which are inherent in the GVCs along with the processes which are implicit for 
the globalisation of liberalisation practices, a significantly greatest sources of data and its range and 
diversity is required to be considered and included. The heuristic method is resorted to to escape this 
limitation by allowing assumptions drawn from academic literature to stand for granted in order to be 
able to arrive at comprehendible conclusions. 
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Theoretical framework  
Globalization and inequality in the context of GVC’s and Transborder Production  
This section will provide an overlook of the notion global value chains and briefly outline its 
characteristics and how it is linked to economic inequality between countries as accounted by scholarly 
literature.  
Although many have benefited from the process of globalization there remains a stubbornly large 
number of people leaving in absolute poverty and rise of inequality within and between countries 
persists.1 The study conducted by Kaplinsky shows how value chain analysis can be used both to chart 
the growing disjuncture between global economic activity and global income distribution and to provide 
casual explanations for this outcome. 
As Kaplinsky reports: “More and more economic activity in virtually all countries is affected by the global 
interchange of goods and services.”2. Globalization is not a new phenomenon it has been accelerating its 
trends for a century. It is difficult to measure globalization. One of the indicators of growing integration 
is the proportion of the production which is traded. At the same time many indicators of inequality, 
within and between countries has increased.  
                                                          
1
 Kaplinsky Raphael Globalisation and Unequalisation What Can Be Learned from Value Chain Analysis p. 117 
2
 ibid 
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 What is global value chain? 
International production is not novel but its extent and of fragmentation in global value chains is. Firms 
are able to break up their value chains and locate each discrete activity according to competitive 
advantage rather than geographical convenience. The distance in the conditions of globalisation is not 
playing a role of a barrier for the contemporary logistics and communication networks allow the goods 
to be shipped across wide distances. We should not forget that every transaction is in order with the 
legislative framework of international trade. 
“International production, trade and investments are increasingly organised within so-called global 
value chains (GVCs) where the different stages of the production process are located across different 
countries.”3 Globalisation stimulates companies to reorganise their operations internationally through 
outsourcing and offshoring of activities. 
By finding and being able to use the advantageous niches which are spread geographically the firms are 
improving their competitiveness.  
“Firms try to optimise their production processes by locating the various stages across different sites. 
The past decades have witnessed a strong trend towards the international dispersion of value chain 
activities such as design, production, marketing, distribution, etc.”4 
In line with the practices of Global Value Chains transborder production is another common feature of 
globalisation of production. 
Transborder production arises when a single process is spread across widely dispersed locations both 
within and between countries.5 These single processes then contribute to the final product. The 
companies try to use the comparative advantage of a particular place, be it the endowments of nature 
or the local labour market policy.  
Each of the various links in the transborder chain specializes in one or several functions thereby creating 
economies of scale and/or exploiting cost differentials between locations.6 The suppliers from one 
country may demand a lower price than the supplier from the home country. For the firm it is more 
profitable to acquire the products from the low cost supplier.  
                                                          
3
 http://www.oecd.org/industry/ind/global-value-chains.htm 
4
 ibid 
5
 Baylis, J., Smith, S., Owens, P., The Globalisation of World Politics; Fourth Edition; Oxford;p.457 
6
 ibid 
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In this matter there is another term which ought to be mentioned for understanding of globalisation of 
production namely ‘outsourcing’.  
Outsourcing is reallocation of a particular task from within one firm to another, and the two are usually 
separated by having different ownership. There is a distinction to be made: In the case when “an 
American firm that uses Korean manufacturer is both outsourcing (from the perspective of the American 
firm) and the reliant of FDI (from the perspective of the Korean firm).”7 This example is relevant for the 
study of the practices used by Apple in conducting their production. 
And the question here is whether the country that receives FDI in the form of outsourcing is able to gain 
benefit from it, be it knowledge and intellectual capital, or simply in a form of wages that are paid to the 
workers thereby lowering the unemployment rates.  
For from the perspective of the ‘host’ countries – the destination of FDI and out sourcing – the question 
is whether they will be able to capture the high value-added activities, or whether they will be trapped 
into a dependent relationship with multinational firms in which they are limited to low value added 
activities.8  Even if the low-value added activities involve the processes which include high tech 
equipment it is not always possible to reconstructs or imitate the final product for as the core 
technology and its science is protected by intellectual property rights or is difficult to replicate without 
certain expertise. 
This Report endeavours to answer the question of who reaps the gains in the global value chain of 
Apple, and if the redistribution of profits is unequal why how it can be explained. Does the existing trend 
contribute to the inequality among sates? “The questions revolve around the power of multinational 
firms to determine who gets which part of production, and how it influences employment, the locus of 
knowledge and innovation, and the creation of profits in the world economy.”9 
Vast amount of literature suggests that there have been an unequal distribution of trade and finance 
activities between the countries. Certain countries are included into global marked economy greater 
than others. The benefits from inclusion are also flowing towards the core integrated global economies.  
Supraterritorial trade and finance have transpired disproportionately in the so called north, and most 
especially in the cities.10 This claim is supported by figures which are reflecting the trends. 
                                                          
7
 Wade, R. H. as in Ravenhill, J., Global Political Economy; Fourth Edition; Oxford; p. 284 
8
 ibid 
9
 ibid 
10
 Baylis, J., Smith, S., Owens, P., The Globalisation of World Politics; Fourth Edition; Oxford; p. 462 
11 
 
Three quarters of more of FDI, credit card transactions, stock market capitalization, derivatives trade, 
and transborder loans flawed within the North. Besides large sums of trans-border bank debt are found 
in the South.11 
The hierarchical structure of economies can be view in a ‘class’ manner. “Involvement in global trade 
and finance is often as much a function of class as the North South divide.”Transborder markets and 
investments can be shown to have contributed significantly to glowing wealth gaps within countries as 
well as between North and South.12 The inequality then is between the founding nations of free market 
relations and the runners-ups. 
It is peculiar to note that major public global governance agencies for trade and finance such as G7, IMF 
and WTO (former GATT) have also been founded by the developed countries of the north.  
The discussion on the topic will follow in its part. For now we are specifically interested in what way the 
Global Value Chains can contribute to the recreation of inequality between national economies. For this 
we will refer to the research dome by Kaplinsky, R. and try to shed light on the issues for further 
narrowing our research. 
                                                          
11
 ibid 
12
 ibid 
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Spreading the gains in the Global Value Chains 
Kaplinsky reports that there has been little correspondence between the geographical spread of 
economic activity and the spreading of the gains from participating in global product markets. In order 
words the locations that are tied up on a single GVS receive different amount of income. 
The explanation for increased inequality will have to explain how it is that countries and regions can 
increase their participation in global exchange and at the same time see an decline in their relative 
income shares (and also sometimes in their absolute standards of living). 13 One of the explanation is in 
the quality of work (be it highly intellectual or unskilled labour)which is accomplished by a particular 
producer in the chain. According to Kaplinsky when firms confine their competences the simple 
assembly of imported materials, they become subject to competition and hence to falling returns, 
whereas the owners of the intangible knowledge gain most from the globalization of production and 
exchange.14  The intangible knowledge can be the tacit knowledge which cannot be transferred or 
coded. Intangible knowledge such as scientific or managerial practice of corporate culture sometimes 
plays a role or comparative advantage, and is often preserved within the firm in order not to transcend 
it to the competitors. 
There are different conditions and factors that influence the firm position in the GVC and the function it 
fulfils.  
Its not just the matter of whether the producers participate in global economy which determines their 
returns on production, but how and on what terms they do so. One of the Factors determining the 
nature of the insertion of different producers into the global division of labour has been termed by 
Gereffi as “governance”. There are key actors in the chain take responsibility for the inter-firm division 
of labour, and for the capacities of particular participants to upgrade their activities; they can also 
coordinate each stage of the process to an extent. 
Another factor mentioned by Kaplinsky is the barriers to entry and rent. It is identified that industries 
that are specialising in low-skilled labour are characterised by low barriers to entry since this sector of 
the market is saturated and competition is high which drives the players do decrease the prices of their 
services, likewise these companies attract lower rent if compared to high tech industries. 15. “As more 
and more countries have developed their capabilities in industrial activities, so the barriers to entry and 
have fallen and the competitive pressures have heightened.” “Consequentially, the primary economic 
                                                          
13
 Kaplinsky Raphael Globalisation and Unequalisation What Can Be Learned from Value Chain Analysis p. 119 
14
 idem p128 
15
  idem pp. 122,123 
13 
 
rents in the chain of production are increasingly to be found in areas outside the production.”16 Here it 
would be relevant to mention that only the assembly part of production is taken into consideration, 
since branding can be regarded as a process of production too but a high value-added one. 
The third factor is dubbed systemic efficiency. As value chains become increasingly disarticulated and 
subject to a finer and finer division of labour – an inevitable process given the increasing knowledge 
content of production – so the ability to make an impact on competitiveness by improving the efficiency 
of individual links in the chain has become increasingly limited. Systemic integration involves closer 
cooperations between links in the chain.17 As already been mentioned the communication and 
infrastructure between the globally integrated economies allows certain practices such as in time 
deliveries etc. 
As reported by Kaplinsky the “global spread of activities has increased” however “the inter-country 
distribution of income has become complex and generally has worsened”.18 Kaplinsky provides 
explanation for such trend. It is the barriers to entry that determine the distribution of rents. They are 
the determinants of who gains and loses in the chain of production. “Those who command rent, and 
have the ability to create new domains of rent when barriers to entry fall, are the beneficiaries.” “By 
contrast those who are stuck in activities with low barriers to entry lose.” “The growing areas of rent are 
increasingly found in the intangible parts of the value chain. It is not surprising, therefore, that the high 
income countries in general (and the US in particular) have placed so much emphasis on intellectual 
property rights in recent years.”19 In other words the advancements in activities, procedures, techniques 
and technologies which are hard to replicate, imitate or copy,  and which bring greater returns and 
increase the profit margin are ones of the core elements which allow the firm to stay competitive and 
attract greater returns on investment; rather than low-skilled mechanical labour.  
And ability to efficiently using GVC networks to ones advantage and benefit is one of those competences 
which can be regarded as the knowledge resource, that the lead firm is specialises in. The lead firm is 
the one that able to withdraw the main share of total incomes that are gained by respective participants 
in the particular chain.The lead firm that places orders with its suppliers and partners may not even be 
responsible for the best practices that are to be undertaken in order to create a specific product. 
Let up take a closer look at the Apple corporation and see in greater details how a single product is 
being created and where most of its value is contained in and coming from.  
                                                          
16
 ibid 
17
 ibid 
18
 Idem p. 127 
19
 Ibid  
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Data  
Apple’s business partners 
Apple has 63,000 direct employees, but additional 700,000 contractors that manufacture its products.20  
Apple dominates in the Tablet sphere and is the second biggest player in smartphones. One out of five 
computers sold in the US are Apple.  
“In fact, Apple's revenue has beaten Wall Street expectations for nine straight quarters, according to 
Reuters.”“Behind Apple's successful business lies a web of suppliers and distributors. These companies 
have profited from Apple's phenomenal success.21  
Here is the list of the major ones and the description of their role in the industry. 
AT&T – s an American multinational telecommunications corporation, headquartered at Whitacre Tower 
in downtown Dallas, Texas22. It is a wireless provider, network provider for the apple products. 
Verizon Communications, branded as Verizon, is an American broadband and telecommunications 
company.23 
TPK Holdings is the world's largest touch-panel supplier by volume, with 30 customers in total from the 
U.S., Japan, and South Korea. The Taiwanese company is the largest supplier of touch panels to Apple 
for iPads and iPhones. More than 70 percent of TPK's revenues of $1.12 billion in the second quarter of 
this year came from Apple. Robust sales of Apple's products helped TPK post record profits in the latest 
quarter.24 
Taiwan's Quanta Computer manufactures the iMac and Macbook line of computers for Apple. The 
Taiwan-based company's relationship with Apple dates back to the second-generation WallStreet 
PowerBooks of 1998. Quanta is the largest manufacturer of notebook computers in the world, supplying 
brands such as Hewlett-Packard and Gateway. In fact, one out of every three laptop PCs are 
manufactured by the firm.25 
                                                          
20
 Thun, E. as in Ravenhill, J., Global Political Economy; Fourth Edition; Oxford; 
21
 http://www.cnbc.com/id/44269115/page/1 
22
 http://en.wikipedia.org/wiki/AT%26T http://www.att.com/gen/investor-relations?pid=5711 
23
 http://www.verizon.com/about/our-company/verizon-glance/ 
24
 http://www.cnbc.com/id/44269115/page/5 
25
 http://www.cnbc.com/id/44269115/page/6 
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Intel Intel's relationship with Apple began in 2005, when Jobs announced that Apple would make a 
transition away from IBM's PowerPC microprocessors in its Macintosh computers to processors made by 
Intel. The first generation of Intel-based Macs were released in 2006.26 
Foxconn Technology Group is the world's largest electronics manufacturer. Foxconn is the trade name 
for Hon Hai Precision Industry, which is the largest exporter in the Greater China region. 
The Chinese tech giant assembles Apple's iPads, iPhones, iPods, and Mac computers in manufacturing 
plants across China and Taiwan. Foxconn came under fire last year for working conditions in its factories, 
after a string of suicides at its Shenzhen plant. The company has responded by setting up suicide 
hotlines, offering counselling, and installing safety nets at its plants. 
Foxconn has also been trying to cope with rising labour costs in China. To meet the challenge, the 
company is planning to switch to using robots and reportedly will deploy one million of them within 
three years up from about 10,000 currently in use.27 
Samsung is the world's largest maker of memory chips. The South Korean technology giant, which 
supplies chips and flash drives to Apple, has had a turbulent relationship with Apple in recent years, 
acting as both a supplier and a competitor in the smartphone and tablet space.28 
Toshiba supplies the LCD panel for the iPhone 3GS, flash drives for the iPhone 4, and is reported to be 
involved with the Retina display of the iPhone 4.29 
Catcher Technology is one of the Taiwan’s top makers of magnesium and aluminium casings for PCs and 
handsets. The company supplies metal casing for Macbooks, and has seen its shares surge nearly three-
fold over the past year.30 
Wintek is a Taiwan-based electronic-component maker, with operations in China and India. The firm 
supplies touch screens for Apple’s iPhones31 
The information above gives us a scope and the characteristics of the roles that each producers play in 
the GVC of Apple. It gives us some idea about the functions and processes that are undertaken by the 
participants of the GVC.  
The information excludes further links to the supply chain such as the raw materials extractors, etc., as a 
limitation to the study, but as one which would not influence the findings; for as the study is directed 
                                                          
26
 http://www.cnbc.com/id/44269115/page/7 
27
 http://www.cnbc.com/id/44269115/page/4 
28
 http://www.cnbc.com/id/44269115/page/8 
29
 http://www.cnbc.com/id/44269115/page/9 
30
 http://www.cnbc.com/id/44269115/page/10 
31
 http://www.cnbc.com/id/44269115/page/11 
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towards unfolding the relationship between the two participants in the GVC of Apple, namely the Apple 
itself and The Foxxconn, and based on the data available make further generalisations. 
The companies presented above are ones of the top leading companies in their sector of the market. 
Partially their success has been driven by the success of Apple. For our project we are interested in the 
Foxconn corporation and its relationship with Apple. 
To take a closer look at the production of one of the parts of the final product in order to have some 
descriptive example of how the GVC of Apple works we turn to the following case.  
iPod nano (2006): 
The journey of a microchip 
The core technology of the microchip is licensed from the British ARM and modified by Portable Player 
programmers in California, Washington State, and Hyderabad. Microchip design companies in California 
send the finished design to a ‘foundry’ in Taiwan (China) where ‘wafers’ (thin metal disks) imprinted 
with thousands of chips are produced, cut up individually and each one is tested. Later the chips are 
prepared for assembly by Silicon-Ware in Taiwan (China) and Amkor in the Republic of Korea. Then the 
microchip is warehoused in Hong Kong before being transported to the main land China there the iPod 
is being assembled.32   
This data now is outdated and does not describe the current flow of resources and materials but gives a 
picture of the extent of the GVC makes it possible to imagine its breadth, if the rest of the components, 
their source and destination were be included. It would appear as a web which we do not require for 
our research. 
What is of our interests is that it is not Apple alone that is involved in the production of its products 
                                                          
32
 Baylis, J., Smith, S., Owens, P., The Globalisation of World Politics; Fourth Edition; Oxford; p19 
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Data for share of added value (iPod) 
The following section presents the readers with the breakdown of the costs that are involved in 
production iPod, with corresponding producers. 
The findings provided by Varian which are based on the research conducted by Kreamer et. al. also 
report that it is not Apple that makes the iPod. “The company outsources the entire manufacture of the 
device to a number of Asian enterprises, among them Asustek, Inventec Appliances and Foxconn.”33 
The study provides the data which breaks down the cost of the parts that are designed for iPod along 
with the country that these parts are produced in. It is possible to see what value each stage of 
assembly adds to the total value. 
“The difference between the cost of the inputs and the value of the outputs is the “value added” at that 
step, which can then be attributed to the country where that value was added.”34 
The provided data shows that: 
The retail value of the 30-gigabyte video iPod that Kreamer et al examined was $299. “The most 
expensive component in it was the hard drive, which was manufactured by Toshiba and costs about $73. 
The next most costly components were the display module (about $20), the video/multimedia processor 
chip ($8) and the controller chip ($5). They estimated that the final assembly, done in China, cost only 
about $4 a unit.”35 
The explanation for the small share of the value added by china can be expressed in the next sentence: 
“The profit margin on generic parts like nuts and bolts is very low, since these items are produced in 
intensely competitive industries and can be manufactured anywhere. Hence, they add little to the final 
value of the iPod. More specialized parts, like the hard drives and controller chips, have much higher 
value added.”36 
The saturated marked of low skilled labor is characterized by high competition and the company that 
places orders with such company can easily switch between the suppliers, which only forces down the 
cost of such processes as assembly. 
In comparison to the stages of production which are characterized by intellectually intensive work 
where the most value is added. 
                                                          
33
 Varian, Hal R., an iPod has Global Value, The new York Times June 28 2007 p.1 
34
 Idem p.2 
35
 Idem p. 1 
36
 Idem p. 2 
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“The largest share of the value added in the iPod goes to enterprises in the United States, particularly 
for units sold here.”37 
“The researchers estimated that $163 of the iPod’s $299 retail value in the United States was captured 
by American companies and workers, breaking it down to $75 for distribution and retail costs, $80 to 
Apple, and $8 to various domestic component makers. Japan contributed about $26 to the value added 
(mostly via the Toshiba disk drive), while Korea contributed less than $1.” 
By this we can see which parts of production capture most of the value. The technological 
advancements and the intangible knowledge are the elements that attract most of value and returns.  
“The real value of the iPod doesn’t lie in its parts or even in putting those parts together. The bulk of the 
iPod’s value is in the conception and design of the iPod. That is why Apple gets $80 for each of these 
video iPods it sells, which is by far the largest piece of value added in the entire supply chain.”38 
                                                          
37
 Idem p. 2 
38
 idem p. 3 
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Data for the share of added value  (iPhone and iPad)  
In the case of the iPad, Apple keeps about 30% of the sales price of its low-end $499 16GB, Wi-Fi only 
model (and more if the unit is sold through Apple’s retail outlets or online store). It is estimate that 
Apple keeps a healthier 58% of the sales price of the iPhone4. In both cases, these are far greater than 
the amounts received by any other firms in the supply chain.39 
While the iPhone and iPad, including most of their components, are manufactured offshore, the most 
value from these products goes to Apple, an American company, which in turn rewards its 
(predominantly American) employees and stockholders.40 
The data here and elsewhere makes clear that there is simply little value in electronics assembly. “The 
gradual concentration of electronics manufacturing in Asia over the past 30 years cannot be reversed in 
the short- to medium-term without undermining the relatively free flow of goods, capital, and people 
that provides the basis for the global economy.41 
The charts below “provide the geographical distribution of the gross profits received by the first-tier 
suppliers”. “The remaining cost of inputs into materials and labour” are broken down. 
Figure 1. Distribution of value for iPhone, 201042 
 
Figure 2. Distribution of value for iPad43 
                                                          
39
 Kreamer K., L., Linden, G., Dedrick, J., Capturing Value in Global Networks 2011 
40
 Idem p . 7 
41
 Idem p. 8 
42
 Idem p. 5 
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Relevant findings 
Effects from outsourcing for the China  
The further findings present the data in relation to the effects and impact that (inward) outsourcing for 
China’s national economy in general and more specifically for the workers had. 
The US, with 4.5 % of world population (2010) has 22.9 persent of world GDP, by far the biggest share. 
China with 19.4 per cent of population, has 9.4 per cent of world GDP, which gives it the second biggest 
share.44 For US the since 1980 GDP share fell from 25.1 and rose for China from 1.7. 
During the period between 2005 and 2012 the wages in china were rising at the rate of 15 % per year. 
And the ration of an average Chinese wage to an average US wage increased from 4 per cent to 9 per 
cent and is estimated to increase to 17per cent by 2015.45 
According to some research there has been a rise in inequality within china. “No other country has had 
China’s combination of fast average growth and fast rise of inequality since early 1980s.” Its income GINI 
has surged from less than 0.3 in 1978 to over 0.48 today. And if wealthy households are brought into 
sample the GINI indicated the number of 0.6.46 
The effects for the workerss at the factories of Foxxconn were tragic and dramatic.  Many of the workers 
live in dormitories and work long hours, with compulsory overtime. Nevertheless the wages are higher 
than the average in the region where the assembly plant is located and allow for substantial transfers to 
rural areas and hence contribute to declining rural poverty.47  
Labor practices and working and living conditions at factory-owned dorms came under scrutiny after 
more than a dozen workers committed suicide starting in 2010.48 An initial audit in February 2012, found 
excessive overtime and problems with overtime compensation; several health and safety risks; and 
crucial communication gaps that have led to a widespread sense of unsafe working conditions among 
workers. 
It can be a common misperception that China, where the iPad is assembled, receives a large share of 
money paid for electronics goods. 
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There are no known Chinese suppliers to the iPhone or iPad. The iPhone and iPad are assembled in 
mainland China factories owned by Foxconn, a Taiwan-based firm.49 
That means that the main financial benefit to China takes the form of wages paid for the assembly of the 
product or for manufacturing of some of the inputs.50 
Although hard facts are scarce, we estimate that only $10 or less in direct labor wages that go into an 
iPhone or iPad is paid to China workers.51 Among countries, China’s economy continues to play a 
surprisingly small role in comparison to the U.S., Korea, Japan and Taiwan.52 
According to OECD breackdown of the component cost of the iPhone that retailed for $600, an 
estimated $6.53 (3.4%) of the total factory price of $194.04 was added in china. The bulk of the cost 
($189.51) came from imported materials and components, primarly south Korea, Germany, Taiwan, and 
the united states. Apple which provided design and marketing profited the most.  
The activities which require innovation and knowledge, and which are extremely difficult to imitate, take 
place in outside China, the activities which are labour intensive and high volume take place inside 
China.53 
Effects from outsourcing for the core technology holders  
This section of the project provides the data for the effects that the outsourcing country and company 
(in our case its the US and the Apple) has been experiencing from this practice. 
Outsourcing to countries such as India and Taiwan has been curtail for the development of the 
PortalPlayer firm and its innovation.54  
Apple continues to keep most of its product design, software development, product management, 
marketing and other high-wage functions in the U.S. In the case of the iPod, we found that Apple pays 
more wages to the United States than went to its entire offshore supply chain.55  
There may be many reasons that Apple and other high-tech companies keep their highest-value 
functions at or near their headquarters, including accidents of history, the need to protect intellectual 
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property, the importance of the U.S. as a leading market, or the belief that creative work is best done by 
single-location teams.56 
Apple’s success benefits its shareholders, workers, and the U.S. economy more generally.57 
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Analysis  
Our findings and data suggests that Apple reaps most of the profits and their distribution among the 
participants of the chain is unequal but in accordance with their respective competences. Therefore it 
can be said that distribution of gains within a single value chain is indeed unequal but fair. 
It is true that Apple relocated the assembly of their products in order to lower the cost of this process, 
so the wages paid to the Chinese workers are smaller that those that would have been paid to the 
American workers for the same job. And the wages that are paid to the Chinese workers are not solely 
dependent on the corresponding manufacturer but on the legislative settings and policies that are in 
play in China in certain region. Therefore the working conditions which workers have to face are the 
responsibility of the trade unions of the regional institutions and their governance as well as of the 
company that employs them.  One cannot blame solely Foxxconn for the hazardous conditions that the 
employees have to work in, it is as much of a failure of the Chinese governance as it is of the Foxxconn 
corporation. 
The fact that China’s share of GDP rose in recent years suggests that the tendencies in its policies and 
legislature allowed the country to prosper. It is hard to determine what particular impact has the inward 
outsourcing had for the GDP rate, but it can be only assumed that it was positive. The wages rose as well 
in relation to US rate of wages increase. Which also indicated to the positive trend of general economic 
strategy of China. 
It is impossible to speak of recreation of inequality between national economies based on a single 
example of the GVC without further generalisation. Moreover it is impossible to determine without 
further investigation of the generalised findings, which are withdrawn from academic sources, whether 
the outsourcing leads to development of the recipient economies or whether it contributes to 
recreation of inequality among states. 
The generalisation that can follow logically from the data provided above is next: 
The country that contributes more value to the final products is able to retain greater returns and 
reinvests them into the high-value activities in order to secure its competitive advantage, and therefore 
is always able to advance its technology further, overcoming the competitors. The countries and 
companies which do not have the means and resources to invest in high-value added processes have to 
try to imitate the leader if they are able to replicate the activities or remain and compete in another 
sector of the market, where the activities are less sophisticated. Thereby the countries and companies 
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that preserve the advantages and innovate them are the beneficiaries. And the countries and companies 
which cannot keep up with the pace of development keep lagging behind.  
Let us turn to the discussion where academic literature might indicate towards the common impact that 
has been recognised and associated with the practises of GVC for further generalisation.  
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Discussion  
For our project it is important to determine whether it is possible for a firm or a country to upgrade its 
competences and exit the low-value added activities, and improve its statistics and standings in relation 
to the developed country. 
Upgrading is commonly defined as increasing competitiveness by capturing a part of value chain that 
involves higher value added activities.58 This is not easy to accomplish for as the high value activities are 
hard to imitate due to the inherent characteristics. However it is possible to do and there are examples 
of that. 
One of the aspects that we ought to bear in mind that it is the “liberalisation of trade was a critical 
prerequisite for globalisation of production” and since globalisation of production was possible then the 
proliferation of technology and intellectual capital must have been happened and is evident.59 
And it was the developed countries which made it possible. “In OECD states, governments across the 
political spectrum were instrumental in liberalising national economies, and creating the policy and 
institutional frameworks that have enabled the growth of global trade and production.” 
It is possible to speak of the benign intentions that the policies bear and promises that they bring and 
fulfil. “Industrial structures were passed from advanced countries to developing economies, imitation 
and import-substitution would lead to the development of indigenous industry, and eventually the 
indigenous industry would advance to the point where it too would begin to export.” Pointing out the 
examples of such cases Taiwan and Korea can be brought for attention.  
“Taiwan and Korea have historically been receptacles for declining Japanese industries. Regional 
integration is a natural impulse of economic growth and development – the leaders move into higher 
value –added activities as their cost structures rise, and lower cost followers replicate the industrial 
structures of those ahead.”60 The activities that formerly have been undertaken by the Japanese firms 
did not survive competition in lower-cost Taiwan firm. Japan then had to move its expertise to a higher 
level. 
Speaking of the difficulty which firms encounter trying to upgrade its activities it relevant to mention 
that it takes a huge endeavour to be able to reconstruct the process and recreate the technologies of 
the outsourcing firm in order to be able to compete with it on equal terms.   
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It is argued that “it is not an entire production system that an advanced country manufacturer such as 
Japanese company simply boxes up and ships to a low-cost labour site, it is only a part of the system 
that is transferred, and in most circumstances it is the labour intensive part of final assembly. The forces 
of innovation and the backward linkages remain behind in the advanced economy.”61  
Advanced economies retain the resources be they financial or intangible within their reach and often 
within the national borders for its own advantage.  
“The home base consists of factors of production (and particularly specialised factors such as 
educational systems, technology and innovation systems, and infrastructure); demand conditions (the 
quality and quantity of the home market); related and supporting industries that are internationally 
competitive; and the national circumstances and context that influence the strategy, structure, and 
competitive practices of local firms. The interaction of these four attributes leads to the creation of 
geographically concentrated clusters of competitive strengths that are mutually reinforcing. The 
question is why certain locations vary in their ability to develop particular capabilities.”62 
As has been mentioned it is not solely due to the outsourcing party to determine the shares of value 
which is going to be retained by the economy or a firm, it is the country settings influence the outcome. 
“The traditional approach of comparative political economy has been to focus on the nation state and to 
explain economic outcomes as a result of the relationship between the state institutions, patterns of 
industrial policy, and social actors.”63  
It has been already said that liberalisation promoted global production. It is fair to mention that 
relatively closed and controlled economies also played its part in globalisation of production by allowing 
the private capital into the country. 
“Firms that operate in liberal market economy will have very different characteristics and strengths 
from firms that operate in coordinated market economies.”64 So, just like America creates favourable 
conditions for business on its soil, so does China, with consideration of its own interests.  
“This ‘varieties of capitalism’ approach assumes that ‘the most important institutional structures - 
notably systems of labour market regulation, of education and training, and of corporate governance – 
depend on the presence of regulatory regimes that are the preserve of the nation state’.”65  
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By making settings changes in the policies China Was able to attract FDI into the country in its own 
favour the way it deemed favourable for itself. And just like America is guided by circumstances in 
implementing certain policies, so does China, and no country escapes the international contextual 
settings which it has to take into consideration and try to use them for own benefit. 
“When china began to reform its economy at the end of the 1970s, a developmental approach that 
emphasised foreign investment had the benefit of allowing the leadership to avoid the ideologically 
sensitive issue of whether to allow the private sector investment in China, and it created the 
opportunity for China to acquire technical and managerial skills rapidly from foreign firms. Special 
economic zones were located initially in the mainland provinces that were across from Taiwan and Hong 
Kong – the primary source of investment during the 1980 – as preferential policies were gradually 
expanded to include the entire coastal region of China, Japan and Korea became important source of 
investment as well. These countries did not transfer the entire industries to China; they transferred the 
labour intensive activities to china.”66 
Despite the claims that outsourcing and liberalisation in general recreates the inequality there are 
trends which are commonly recognised for the countries that have been inserted into global production. 
“Most recent phase of china’s development process reflects the highly dynamic nature of global 
production: the same problems that led Taiwanese firm to relocate to mainland China in the 1980s – a 
strengthening currency and the increasing cost of labour – are now beginning to threaten the 
competitive advantage of firms in mainland China.”67 The same challenges now are faced by the Chinese 
firms that were faced by firms in Taiwan. Again, it is still hard to talk about recreation of inequality 
because the figures specifically for China speak of the opposite. It should be kept as a reminder that 
Chinese wages growth rate was higher than that of the US wages, which means that the china is 
narrowing the inequality gap between itself the US. 
“As wages rise, firms are no longer able to compete with lower cost producers and they must either 
make the transition into higher value added products or risk being trapped at the middle –income level. 
Advocates of openness argued that foreign investment would ultimately increase self reliance, as 
Chinese firms gained technology and managerial capabilities, sceptics claimed that Chinese firms were 
not capturing the gains from participating in global production networks.”68 
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There remain a danger that a country is going to be trapped in the low-value added activities for as the 
technological innovation is not easily replicated. However, the country may use the new knowledge on 
order to compete on the local and not global market. 
“For products that are technology intensive, the technology gap confronting a local firm will be smaller 
than in export markets because a market with lower average income level may prioritise features other 
than technological sophistication. The ‘marketing gap’ that local firms face when exporting to developed 
economies will largely disappear when they focus on domestic market.”69 
“Firms from developing countries face both marketing gap and a technology gap and to overcome these 
shortcomings was a challenge of development. The growing Chinese market and the increase of imports 
of high value added components into china has been an economic engine for the region. The gains 
however, are not evenly distributed.”70 Nevertheless, as has been said that unevenly does not mean 
unfairly. 
Referring back to the global liberal market circumstances that a each country finds itself in or loses, it is 
important to note that the liberalism a an ideology and the governance of the free trade was devised by 
the states which dominate in these circumstances and benefiting from them the most. 
There is also a bulk of literature which is not so much optimistic of the global liberalisation process and 
some commentators view it as a contributor and the main re-creator of global inequality among the 
states. 
Theorists of liberalisation argue that spreading economic growth across the globe enables developing 
nations to become competitive players in the global marketplace. Theorists of polarisation see 
liberalisation as an imperialist project developed to protect and extend the interests of the core elite 
under the sanctity of ‘free trade’ philosophies and their perceived trickle-down effects. 71 This is the 
main argument which can be acknowledged throughout the academic literature on global inequality. 
Some comments can be selected to represent a criticising view of the globalisation and its impact on the 
developed countries. The discussion may contain some ideological speculation. 
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“Theorists of polarisation see liberalisation as ultimately limited in its redistributive potential for it goes 
against the basic rules of capitalist competition: the states and companies will always seek to maintain a 
relative advantage over their nearest competitors.”72  
It is also noted that the trade governing institutions and their policies are biased in favour of the 
developed economies.  
Some commentators see “global economic integration as representing an imperial project, in which the 
Washington Consensus serves as an ‘ideological tool’ for capitalist elites to construct the global 
economy that protects and enhances their own interests.” IMF World Bank and WTO relentlessly 
prescribe “liberalisation programmes to developing countries despite their highly questionable success 
rates”. “Internal governance structure of the World Bank, IMF and WTO severely biases them towards 
the interests of the core elite.”73 
Such positions are common among the confronters of the globalisation project. 
In words of Gilpin as cited in the book by Held & McGrew: “one must begin with the fact that every 
international system throughout history has been hierarchical and composed of dominant and 
subordinate states; there has never been, and in the future there is not likely to be, an egalitarian and 
democratic international system”.74 It is suggested that is and inherent feature of the liberal market 
economy. “States will always maintain a relative advantage over their nearest competitors.  ”75 
According to Marxist views structural division into north and south “is a consequence not so much of 
globalisation but a process of uneven capitalist development which is inherent in the very logic of 
accumulation”.76 Classical criticism of capitalist economy views inequality as an innate property of the 
system.  
It is also mentioned in the scholarly literature that trade governing agencies not only create policies that 
work for the interest of the elites but also work to recreate the economic dichotomy between states. 
“As economic activity becomes increasingly concentrated in the regional cores of the OECD, the result is 
to limit or block the development prospects of many less developed states.  Policed by the institutions 
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of liberal global governance, such as the IMF and the WTO, this pattern of international economic 
activity reinforces historic structures of dominance and dependence, inequality and poverty.”77  
As a result, the benefits from trade and foreign investment flow disproportionately to the major 
capitalist economies. While the gap between rich and poor accelerates.78 
It is the system that is driven by exploitative dynamics of metropolitan capitalism, which is responsible 
for global poverty and inequality rather than globalisation. Some commentators even compare it with 
imperialism. States continue to use their power to implement policies to channel economic forces in 
ways favourable to their own national interests and a favourable share of gains from international 
economic activity.79 
However there are other indicators that show that economic growth is possible even in the regulated 
economies. 
China and South Korea have witnessed rapid economic growth but in relatively closed economies, while 
many Latin American states liberalised rapidly in the 1990s but witnessed low growth rates.80 
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Conclusion  
Due to the limitations of the research it is impossible to generalise whether the practice of utilising GVC 
to ones advantage recreates global inequality among states basing the conclusion solely on the case of 
Apple. 
Similarly neither it is possible to say that liberalisation of trade is an evil monster which damaged the 
Chinese economy; rather the figures indicate the contrary. 
The research hypothesis does not survive scrutiny. For it implied that it is possible to generalise based 
on the findings about a single GVC network and the breakdown of the gains that correspond to 
particular participant, alone, that GVCs contribute to the recreation of inequality between the states 
and companies. Unless we assume that the returns are respectively reinvested in the core competences 
and innovation, and development, and that it is a common global trend; then we cannot speak of 
possibility of reproduction of inequality. Bearing in mind that economies have cases when they skip a 
phase of industrial development or pass through it in an unfashionable manner, there may be 
unpredictable outcomes from the currently unfolding global circumstances. 
 If we after all stick to the assumption that companies within national boundaries do reinvest into 
research and developments, and the spheres that drive the innovation and take it for granted, then the 
inequality is inevitable – naturally; but reproduced - possibly; today’s winners may be tomorrow’s 
losers; there are only two categories.  Competition, then, is essential if you ever want to win, or at least 
orient yourself among the competitors. 
 Inequality is the product of competition, in the same way the winners and losers are. It is an aspiration 
that makes one to surpass another, preferably without injuries. It is the income gaps between the rich 
and poor within the developed countries that were also outsourced together with a particular phase of 
industrial development because the innovative processes at home lead to a new level of social and 
technological development, and even reach the comprehension of inequality as a synonym to fairness, 
and is preserved and as a comparative advantage, as it must be, among the equals, for equality is for 
them. The circumstances that the countries are positioned in can be interpreted then as the obstacles 
set by preferential policies of exclusion. 
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